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In reality, even in conditions of price stability, the sharp fluctuations in asset 
prices often will lead to turmoil in the financial system and eventually lead to the 
decline of the real economy. Therefore, the theoretical point of view that monetary 
policy should not only consider price stability, but also concerned about the financial 
stability has gradually reached a consensus. The volatility of asset prices is an 
important source of financial instability, therefore, whether and how the monetary 
policy should respond to fluctuations in asset prices has its practical significance and 
worthy of further study. 
This article reviews existing studies on whether asset prices should be included 
in the monetary policy reaction function. It summarizes key points and main 
arguments of the theory of "intervention theory" and "no intervention theory". On this 
basis, this article also focuses on the impact mechanisms of asset price on the future 
level of inflation, as well as the financial system stability. Then, on the basis of an 
overview and analysis of the status of China's monetary policy and asset price 
volatility challenges, we found by the cointegration test and Granger causality test  
that the asset price have pre-guiding role of future inflation level. And then, based on 
theoretical analysis, we also illustrates the potential impact of asset price fluctuations 
on financial stability.  
Based on the above analysis, we get an analytical expression of optimal 
monetary policy reaction function which includes the asset price by using a standard 
optimal monetary policy framework. Specifically, we include the asset price variables 
(including stock prices and real estate prices) in the IS-Phillips equation system, and 
treat it as budget constraints. Then, we optimize the central bank loss function under 
the budget constraints, and get the Strategy function which is optimal monetary policy 
reaction function. After the estimation and calibration of parameters, we get the  
China's optimal monetary policy reaction function. Accordingly, We get the following 
conclusions: China's optimal Monetary policy should be the primary concern of 
inflation, and the real estate bubble should be given greater attention than the output 
gap. At the same time, the response coefficient of china's optimal monetary policy on 
stock price is lower than the other factors'. 
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自 20世纪 90 年代以来，中国的金融市场迅速发展，居民资产结构中的有价
                                                             
①
在 20 世纪 80 年代的日本经济泡沫、20 世纪 90 年代美国的高科技泡沫和 2008 年由美国次贷危机而引发
的全球性金融危机期间，资产价格都出现了大幅波动。 
②
 At a symposium sponsored by the Federal Reserve Bank of Kansas City, Jackson Hole, Wyoming, August 
27,1999. 
③
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支持“事后反应”的学者中，以 Bernanke 和 Gertler 最为著名，也最具影响
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